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EXECUTIVE SUMMARY
EMPIRITA WATER COMPANY, LLC

APPLICATION FOR A PERMANENT RATE INCREASE
DOCKET no. W-03498A-07-0495

Empirita Water Company, LLC ("Empirita" or "Company") is engaged in the business of
providing potable water service to customers in Cochise County. The Company is located
approximately 8 miles west of the City of Benson in Cochise County, Arizona. The Company
provides services to approximately 23 customers and its current rates were effective May 24,
2001, per Arizona Corporation Commission ("Commission") Decision No. 63676.

The Company proposes total operating revenue of $11,863, an increase of $2,269, or
23.65 percent over test year revenue of $9,594. Staff recommends total operating revenue of
$11,776,  an increase of $2,182,  or  22.74 percent over  test  year  revenue of $9,594. The
Company's proposed revenues result in an operating loss of $36,240. Staff recommended
revenues would result in an operating loss of $28,167.

Commission Decision No. 63676, dated May 24, 2001, ordered the Company to file a full
rate application within 36 months of the date it provided service to its first permanent customer.
In addition, the Company was ordered, in Commission Decision No. 69399, dated March 29,
2007, to file a full rate application within 150 days of the effective date of that Order. In this
filing, the Company is not requesting revenues to cover all operating expenses because the
Company's growth has been slower than anticipated and the Company is projecting significant
revenue growth from an increase in customers over the next 3-5 yeas.

The Company has proposed an original cost rate base ("OCRB") of $467,378. The
Company's proposed rates would increase the typical residential bill with a median usage of
3,483 gallons from $31.97 to $38.71, an increase of$6.74 or 21.08 percent.

Staff has recommended an OCRB of $470,557. Staffs recommended ra tes would
increase the typical residential bill with a median usage of 3,483 gallons from $31.97 to $39.31,
an increase of $7.34 or 22.96 percent.

Staff recommends approval of its rates and charges as presented on Schedule DRE-4 of
this Report.
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Fact sheet

Tvpe  of Owners h ip : Arizona  Limite d Lia bility Compa ny.

Location : The  Compa ny s e rve s  wa te r cus tome rs  a pproxima te ly 8 mile s  we s t of Be ns on in
Cochise  County, Arizona .

Ra tes : P e rma ne nt ra te  incre a se  a pplica tion file d: Augus t 24, 2007. The  a pplica tion be ca me
sufficient on November 26, 2007.

Current Rates: Decision No. 63676, May 24, 2001 .

Tes t Yea r Ended: December 31 , 2006.

Me te re d  Ra te s  :

Company
Current
Rates

Company
Proposed
Rates

S ta ff
Recommended
Rates

Month ly Min imum Cha rge
5/8 X % - inch me te r
% - inch me te r
1 - inch me te r
1 - % - inch me te r
2 - inch me te r
3 -- inch me te r
4 - inch me te r
6 - inch me te r

$ 25.00
58 25.00
$ 62.50
s 125.00
$ 200.00
s 400.00
$ 625.00
$1,250.00

S 30.00
$ 45.00
s 75.00
$ 150.00
S 240.00
$ 480.00
$ 750.00
$1,500.00

S 30.00
$ 45.00
3 75.00
EB 150.00
s 240.00
$ 480.00
$ 750.00
$1,500.00

Ga llons  in minimum 0 0 0

Commodity Charge
Tier One  up to 10,000 ga llons
Tie r Two a ll ga llons  ove r 10,000 ga llons

$2.00
$4.50

Tier One  from 1 ga llon to 4,000 ga llons
Tie r Two from 4,001 ga llons  to 10,000 ga llons
Tie r Three  a ll ga llons  over 10,000

$2.50
$4.00
$5.00

Tier One  from 1 ga llon to 3,000 ga llons
Tie r Two from 3,001 ga llons  to 9,000 ga llons
Tie r Three  a ll ga llons  over 9,000

$2.50
$3.75
$4.50
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Fact Sheet (Continued)

Company
Current
Rates

Company
Proposed
Rates

S ta ff
Recommended
Rates

Tvpic a l re s ide n tia l b ill:

Average  use  (5,783 gallons) $36.57 $47.13 $47.93

Median use  (3,483 ga llons) $31.97 $38.71 $39.31

Customers:

Number of customers  in the  tes t year: 23

Current test year customers by meter s ize :

5/8 X 3/4 - inch
3/4 - inch

1 .- inch
1 1/2 - inch

2 - inch
4 - inch
6 - inch

23
0
0
0
0
0
0

S e a sona l cus tome rs : N/A

Notifica tions  :

An a ffidavit of mailing of the  cus tomer notifica tion was  nota rized and da ted August 24, 2007.

Number of opinions  filed aga ins t the  ra te  increase  applica tion: 3.

Percentage of customers against the proposed rate  increase: 13 percent (3 / 23).

Number of customer compla ints  filed aga inst the  Company from January 1, 2005 to present: 0.

Number of inquirie s  filed aga ins t the  Company from Janua ry 1, 2005 to pre sent: 2.

All inquiries  have  been resolved and closed.



\

Empirita  Wa te r Compa ny, LLC
Docke t No. W-03948A-07-0495
Page 3

S umma ry o f Filing

The  te s t ye a r re sults  a s  a djus te d by Utilitie s  Divis ion S ta ff ("S ta ff"), for Empirita  Wa te r
Compa ny, LLC ("Empirita " or "Compa ny") s how tota l ope ra ting re ve nue  of $9,594 a nd a n
ope ra ting loss  of $30,349, for no ra te  of re turn a s  shown on Schedule  DRE-1. The  origina l cos t
ra te  base  ("OCRB") as  adjusted by Sta ff is  $470,557.

Empirita 's  propos e d ra te s , a s  re que s te d, would produce  tota l ope ra ting re ve nue  of
$11,863 and ope ra ting loss  of $36,240, for no ra te  of re turn. The  Company proposed OCRB is
$467,378. The  Compa ny's  propose d ra te s  would incre a se  the  typica l re s ide ntia l bi11,1 with a
median usage  of 3,483 gallons, from $31.97 to $38.71, for an increase  of $6.74, or 21.08 percent,
as shown on Schedule DRE-5 .

S ta ff s re comme nde d ra te s  would produce  tota l ope ra ting re ve nue  of $11,776 a nd
ope ra ting los s  of $28,167, for no ra te  of re turn. S ta ff re comme nds  a n OCRB of $470,557.
S ta ffs  re comme nde d ra te s  would incre a s e  the  typica l re s ide ntia l bill with a  me dia n us a ge  of
3,483 ga llons , from $31.97 to $39.31, for a n incre a se  of $7.34 or 22.96 pe rce nt, a s  shown on
Schedule DRE-5 .

The  Compa ny wa s  orde re d in  two s e pa ra te  Commis s ion De cis ions  to  file  this  ra te
incre a se  a pplica tion. In Commiss ion De cis ion No. 63676, da te d Ma y 24, 2001, the  Compa ny
wa s  orde re d to tile  a  full ra te  a pplica tion within 36 months  of the  da te  it provide d se rvice  to its
firs t pe rmanent cus tomer. In Commiss ion Decis ion No. 69399, da ted March 29, 2007, Empirita
was ordered to file  a  full ra te  applica tion within 150 days  of the  e ffective  da te  of tha t Order.

In this  filing, the  Compa ny is  not re que s ting re ve nue s  to cove r a ll ope ra ting e xpe nse s
be ca use  the  Compa ny is  proje cting s ignifica nt re ve nue  growth from a n incre a se  in cus tome rs
ove r the  ne xt 3-5 ye a rs . At th is  time  it would  be  unfa ir to  the  Compa ny's  e xis ting  s ma ll
cus tomer base  to bully cover a ll Company opera ting expenses  given tha t the  Company has  only
opera ted for two years  and the  Company has  not experienced the  customer growth it anticipa ted
whe n its  origina l ra te s  we re  e s ta blishe d in De cis ion No. 63676. The re fore , S ta ff concurs  with
the  Company's  decis ion to not seek to fully recover a ll opera ting expenses  with this  ra te  increase
a pplica tion. Howe ve r, be ca us e  the  Compa ny is  proje cting s ignifica nt re ve nue  a nd cus tome r
growth over the  next severa l yea rs , S ta ff recommends the  Company be  ordered to file  a  full ra te
a pplica tion within 48 months  of the  e ffe ctive  da te  of this  De cis ion. This  full ra te  a pplica tion
would a llow S ta ff to fully e xa mine  the  Compa ny's  ope ra tiona l da ta  a fte r it ha s  a chie ve d some
level of stable  operations and a  larger customer base.

Empirita  is  loca ted approximate ly 8 miles  west of the  City of Benson, and the  Colnpany's
origina l Ce rtifica te  of Conve nie nce  a nd Ne ce ss ity ("CC&N") cove rs  a n a re a  of 320 a cre s . The
Company was  granted an extens ion of its  CC&N in Decis ion No. 69399 on March 29, 2007, for
an additiona l 1,651 acre s  immedia te ly adjacent to the  Company's  origina l 320 acre  ce rtifica ted

1 5/8 x 3/4 -inch meter.
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a re a .

During the  te s t ye a r, Empirita  provide d pota ble  wa te r s e rvice  to a  tota l of 23 me te re d
customers . All of the  mete red customers  in the  tes t year were  se rved with 5/8 x 3/4 -inch mete rs .

The  Company utilized a  tes t year ending December 31, 2006. The  Company is  regis te red
a s  a n Arizona  Limite d Lia bility Compa ny with the  Corpora tions  Divis ion of the  Commiss ion.

Company Background

On Octobe r 20, 2000, Empirita  Wa te r Compa ny file d a n a pplica tion re que s ting a  ne w
water C C &N to provide  wa te r se rvice  in a  portion of Cochise  County, Arizona . In De cis ion No.
63676, da ted May 24, 2001, the  Company was granted its C C &N to provide  service  to customers
approxima te ly 8 mile s  wes t of the  City of Benson, Cochise  County, Arizona . The  Company was
granted an extension of its  certifica ted area  in Decis ion No. 69399, da ted March 29, 2007.

Empirita  wa s  origina lly forme d to s e rvice  a  de ve lopme nt known a s  Thunde r Ra nch
Es ta te s . The  Re dha wk I de ve lopme nt a re a  of Thunde r Ra nch Es ta te s  wa s  for 91 lots  on 320
acres. The  Compa ny's C C &N e xte ns ion include d five  dis tinct de ve lopme nt a re a s  for a n
a dditiona l 881 lots  a nd 1,651 a cre s . At fu ll build-out, the  Compa ny a nticipa te s  s e rving
approximate ly 972 customers .

The  current ra tes  were  decided on May 24, 2001 Decis ion No. 63676.

On August 24, 2007, Ernpirita  tiled this  applica tion for a  permanent ra te  increase .

Consumer Services

A review of the  Consumer Services  Section da tabase  from January 1, 2005 to January 7,
2008, re ve a le d no compla ints  ha ve  be e n file d a ga ins t the  Compa ny. The re  ha ve  be e n thre e
opinions filed by customers  aga inst this  ra te  increase  applica tion.

Compliance

The  Utilitie s  Divis ion Compliance  Section shows no outs tanding compliance  issues .

The Company is  current on its  property and sa les tax payments.

The  Company is  in good s tanding with the  Corpora tions  Divis ion of the  Commiss ion.

The  U.S . Environme nta l P rote ction Age ncy ("EP A") ha s  re duce d the  a rse nic ma ximum
conta mina nt le ve l ("MCL") in drinking wa te r from 50 microgra ms  pe r lite r ("ng/1") to 10 ng/l.
The  a rsenic leve ls  reported by Empirita  comply with the  new a rsenic MCL.
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Engine e ring

S ta ff ins pe cte d the  Compa ny's  pla nt fa cilitie s  on Nove mbe r 6, 2007. A comple te
discuss ion of S ta ffs  technica l findings  and recommenda tions  and a  comple te  description of the
water system are  provided in the  a ttached Engineering Report.

Rate Base

S ta ffs  a djus tme nts  incre a s e d the  Compa ny's  propos e d ra te  ba s e  by $3,l79, Hom
$467,378 to $470,557, a s  shown on Schedule  DRE-2, page  1. De ta ils  of S ta ffs  adjus tments  a re
discussed be low.

Plant in  Se rvice

Staff' s  adjustments  to plant in service  resulted in a  ne t decrease  of $l,563, Hom $498,160
to $496,597, as shown on Schedule  DRE-2, page 2.

Organiza tion - Adjus tment A decreases  the  Organiza tion account by $30, from $21,960
to $21,930, a s  shown on Schedule  DRE-2, pages  2 and 3. S ta ffs  adjus ted amount re flects  the
disa llowance  of amounts  not supported by documenta tion.

We lls  & S prings - Adjus tment B decreases  the  Wells  & Springs  account by $5,198, from
$116,334 to $111,136, a s  shown on Schedule  DRE-2, pages  2 and 3. S ta ffs  adjus ted amount
reflects  the  disa llowance  of amounts  not supported by documenta tion.

Dis tribution Rese rvoirs , P re ssure - Adjus tme nt C incre a se s  the  Dis tribution Re se rvoirs ,
P re ssure  account by $3,665, from $12,266 to $l5,93l, a s  shown on Schedule  DRE~2, pages  2
a nd 3. S ta ffs  a djus te d a mount re fle cts  the  re cla s s ifica tion a nd the  ca pita liza tion of $3,665 of
Outs ide  S e rvice s  cos t the  Compa ny ha d incorre ctly e xpe nse d. The  Outs ide  S e rvice s  ve ndor
purcha se d a nd ins ta lle d a n a ir compre s sor tha t the  Compa ny incorre ctly lis te d a s  a n Outs ide
Services expense rather than as a  plant addition.

Accumulated Depreciation

Staff decreased accumula ted deprecia tion by $1,785 from $22,582 to $20,797, as  shown
on Schedule  DRE-2, page  4. The  decrease  is  based upon the  adjustments  S ta ff made  to plant in
service , and the  addition of deprecia tion expense  to accumula ted deprecia tion for the  Company's
firs t two yea rs  of ope ra tion. S ta ff a lso removed from the  accumula ted deprecia tion account, the
cos ts  a ssocia ted with the  Company imprope rly taking amortiza tion of the  Organiza tion account
for ra temaking purposes.
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Wo rkin g  Ca p ita l

S ta ffs  a djus tme nts  to working ca pita l re s ulte d in a  ne t incre a s e  of $2,957, from $0 to
$2,957, a s  shown on S che dule  DRE-2, pa ge s  1 a nd 5, a s  a  re sult of incre a s ing ca sh working
ca pita l.

Ca s h working ca pita l wa s  ca lcula te d by us ing the  formula  me thod which e qua ls  one -
e ighth of the  opera ting expenses less  deprecia tion, taxes, purchased power and purchased water
expenses, plus one twenty-fourth of purchased power and purchased water expenses.

Operating Income Statement

Operating Revenue

S ta ff concurs  with the  Compa ny's  te s t ye a r ope ra ting re ve nue  a s  shown on S che dule
DRE-3, page  1.

Operating Expenses

Staff adjustment to opera ting expenses  resulted in a  decrease  of $8,159 from $48,103 to
$39,943, as  shown on Schedule  DRE-3 page 1. The adjustments are  expla ined below.

Outside  Services - Adjus tment A decreased outs ide  se rvices  by $4,342 from $23,129 to
$l8,787, as  shown on Schedule  DRE-3, pages 1 and 2. S ta ff recommends the  removal of $3,664
re la ted to the  purchase  and ins ta lla tion of an a ir compressor tha t should be  capita lized ins tead of
expensed. S ta ff furthe r re commends  the  remova l of $490 re la ting to wa te r sampling te s t cos ts
tha t we re  incorre ctly re corde d to outs ide  s e rvice s  ins te a d of the  wa te r te s ting a ccount. S ta ff
further recommends the  disa llowance of $188 re la ted to costs  not supported by documenta tion.

Wa te r Te s ting - Adjus tme nt B incre a s e s  wa te r te s ting by $572 from $200 to $772, a s
s hown on S che dule  DRE-3, pa ge s  1 a nd 2. This  a djus tme nt re fle cts  the  a ria l wa te r te s ting
costs  determined by S ta ff and reported in the  a ttached Engineering Report.

Genera l Liability Insurance  Expense - Adjustment C decreases  genera l liability insurance
e xpe ns e  by $80, from $2,145 to $2,065, a s  s hown on S che dule  DRE-3, pa ge s  l a nd 2. The
Company provided a  2006 insurance  policy tha t lis ted premium amounts  of $1,565 for gene ra l
liability coverage , $250 for property coverage , and $250 for commercia l auto coverage .

Regula tory Commiss ion Expense  - Ra te  Case - Adjus tment D decreases  the  regula tory
commiss ion expense  - ra te  case  by $1,500 from $2,000 to $500, as  shown on Schedule  DRE-3,
pages 1 and 2. This  adjustment re flects  the  normalized ra te  case  expense  over a  four-year period
which is  cons is te nt with S ta ffs  re comme nda tion for whe n the  Compa ny would tile  a  ne w ra te
applica tion.
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Misce llaneous  Expense - Adjus tment E decreases  misce llaneous  expense  by $400, from
$412 to $12, a s  shown on Schedule  DRE-3, pages  l and 2. S ta ffs  adjus ted amount re flects  the
disa llowance  of amounts  not supported by documenta tion.

Deprecia tion Expense - Adjus tme nt F de cre a se s  de pre cia tion e xpe nse  by $2,l85, from
$16,800 to $l4,6l5, a s  s hown on S che dule  DRE-3, pa ge s  1, a nd 3. This  a djus tme nt re fle cts
applica tion of Staff' s  recommended deprecia tion ra tes to Staff' s  recommended plant balances for
the  Company.

P rope rty Ta xe s - S ta ffs  a djus tme nt G de cre a se s  the  prope rty ta xe s  e xpe nse  by $224,
from $490 to $266, a s  s hown on S che dule  DRE-3, pa ge s  l a nd 3. This  a djus tme nt re fle cts
S ta ffs  remova l of a  prope rty tax bill from the  yea r prior to the  te s t yea r.

Revenue Requirement

Sta ff re comme nds  tota l ope ra ting re ve nue  of $11,776, a n incre a se  of $2,182, or 22.74
pe rce nt a bove  the  Compa ny's  te s t ye a r re ve nue  of $9,594. S ta ffs  re comme nde d re ve nue
provides opera ting loss  of $28,167, as  shown on Schedule  DRE-1.

Sta ff was  unable  to derive  the  revenue  requirement from applying a  ra te  of re turn on ra te
base  because  of the  Company's  exceptiona lly low customer base . Deriving revenue  requirement
with a  ra te  of re turn on ra te  ba se  utilizing the  Company's  pa rticula rly low cus tomer ba se  would
have produced unreasonably high ra tes for each of the  Company's  few customers.

Rate Design

Schedule  DRE-4 presents a  complete  list of the  Company's present, proposed, and Staff" s
recommended rates and charges.

The  Company's  present monthly customer charges  vary by mete r s ize  as  follows: 5/8-3/4
inch $25.00, 3/4-inch, $25.00, l-inch, $62.50, 1 1/2-inch, $l25.00, 2-inch, $200.00, 3-inch,
$400.00, 4-inch, $625.00, a nd 6-inch, $l,250.00. No ga llons  a re  include d in the  minimum. The
present commodity ra te  is  $2.00 per thousand ga llons  of usage  for the  firs t 10,000 ga llons , $4.50
per thousand ga llons for a ll ga llons in excess  of 10,000.

The  Company has requested an inverted three-tie r ra te  s tructure  with break-over points  a t
4,000 a nd 10,000 ga llons . S ta ff concurs  with the  Compa ny on a n inve rte d thre e -tie r ra te
s tructure  a s  this  ra te  de s ign will e ncoura ge  conse rva tion. Howe ve r S ta ff re comme nds  tha t the
break-over points  be  se t a t 3,000 and 9,000 ga llons. Staff chose  its  recommended tie r break-over
points  to me e t the  goa ls  of a  more  a ggre ss ive  use  of tie re d ra te s  a s  pre vious ly orde re d by the
Commiss ion in De cis ion No. 69399, da te d Ma rch 29, 2007. In tha t De cis ion, the  Commiss ion
ordered the  Company to file  a  new ra te  applica tion tha t more  aggress ive ly utilizes  tie red ra tes  by
proposing a t least three  tie rs  with a  firs t tie r breakpoint a t less  than 10,000 ga llons.
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The  Company proposed a  bulk wa te r ra te  of $5.00 pe r 1,000 ga llons . S ta ff recommends
a  $4.50 ra te  which is  consis tent with Staff" s  third tie r ra te .

Misce llaneous Service  Charges

The  Company has  proposed increases  to its  e s tablishment, e s tablishment (a fte r hours ),
reconnection, NSF check, and meter re -read fees. S ta ff notes  tha t any increase  in misce llaneous
s e rvice  cha rge s  re comme nde d by S ta ff will ha ve  no e ffe ct on S ta ffs  tota l a nnua l ope ra ting
re ve nue . This  is  be ca use  S ta ff offse ts  a ny incre a se  in misce lla ne ous  se rvice  cha rge s  with a n
equal decrease in metered revenue.

S ta ff re vie we d the  mis ce lla ne ous  s e rvice  cha rge s  in  que s tion a nd found tha t the
Compa ny's  propos e d ra te s  a re  re a s ona ble  give n the  docume nte d cos ts  the  Compa ny ha s
experienced and provided to S ta ff for such se rvices . In addition, the  Company's  proposed ra te s
for the s e  s e rvice  cha rge s  a re  within the  ra nge  of s e rvice  cha rge s  typica lly a pprove d by the
Commission. Therefore , S ta ff concurs  with the  Company's  proposed charges .

Service  Line  and Meter Ins ta lla tion Charges

S ta ff re comme nds  a pprova l of S ta ffs  S e rvice  Line  a nd Me te r Ins ta lla tion Cha rge s  a s
shown on the  table  in Section I of the  a ttached Engineering Report.

Staff Recommendations

Staff recommends approval of the  Staff proposed ra tes and charges as shown in Schedule
DRE-4. In addition to collection of its  regula r ra te s  and cha rges , the  Company may collect from
its  cus tomers  a  proportiona te  sha re  of any privilege , sa le s , or use  tax a s  provided for in A.A.C.
R14-2-409.D.

S ta ff furthe r recommends  tha t the  Company be  orde red to file  with Docke t Control, a s  a
compliance  item in this  docke t, a  ta riff schedule  of its  new ra tes  and charges  within 30 days  a fte r
the  e ffective  da te  of the  Decis ion in this  proceeding.

S ta ff furthe r re commends  the  Company be  orde red to file  a  full ra te  applica tion by May
1, 2012 us ing a  De ce mbe r 31, 2011 te s t ye a r. The  Compa ny ma y file  a  ra te  ca se  soone r if it
be lieves  circumstances  warrant such a  filing.

S ta ff furthe r re comme nds  tha t the  Compa ny continue  us ing de pre cia tion ra te s  by
individua l NARUC ca tegory as  de linea ted in Table  C of the  a ttached Engineering Report.

Staff further recommends approval of Staff" s  Service  Line  and Meter Insta lla tion Charges
as de linea ted in Table  D in Section I of the  a ttached Engineering Report.
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S ta ff furthe r re comme nds  tha t the  Compa ny file  a  ba ckflow pre ve ntion ta riff in the  form
found on the  Commiss ion's  webs ite  a t www.a zcc.gov/divis ions /utilitie s /forms /cross -c.pdf.  Th is
ta riff sha ll be  docke ted a s  a  compliance  item in this  ca se  within 45 days  of the  e ffective  da te  of
a n orde r in  this  proce e ding for re vie w a nd ce rtifica tion by S ta ff. S ta ff re cognize s  tha t the
Compa ny ma y ne e d to ma ke  minor modifica tions  to the  s a mple  ta riff a ccording to its  spe cific
management, operational, and design requirements as necessary and appropriate .



Company
as

Filed

Staff
as

Adjusted

$9,009
0

585

$9,009
0

585

$11,t91
0

585

$11 ,278
0

585

$9,594 $9,594 $11,776$11 863

$25,063
14,615

266
0

$30,813
16,800

490
0

$25,063
14,615

266
0

$30,813
16,800

490
0
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Schedule DRE-1

-- Present Rates -- -- Proposed Rates --
Company

as
Filed

Staff
as

Adjusted

Revenues;
Metered Water Revenue
Unmetered Water Revenue
Other Water Revenues

Total Operating Revenue

Operating Expenses;
Operation and Maintenance
Depreciation
Property 8. Other Taxes
Income Tax

Total Operating Expense

Operating Income/(Loss)

Rate Base O.C.L.D. $467,378 $470,557

Rate of Return - O.C.L.D. -8.24% -6.45%

Operating Margin -401 .38%

E INLQ

-316.34%



Net Plant $222$475,578 $475,800

$8,200Total Deductions $8,200$0

Total Additions $2,957$2,957$0

w *
$41¢r.W

LZ: .

$467,378Rate Base $3,179

Empirita Water Company, LLC
Docket No. W-03948A-07-0495
Test Year Ended: December 31. 2006

Schedule DRE-2
Page 1 of 5

RATE BAS E

Staff

Plant in Service

. Original Cost -
Company Adjustment Ref

($1,563) A$498,160 $496,597

Less:
Acc um. Depreciation 22.582 (1,785) B 20.797

Less:
Advances in Aid of Construction
Accumulated Deferred Income Taxes

$8 200
0

$0
0

$8.200
0

Total Advances $8,200 $0 $8,200

Contrlbutions Gross
Less:
Amortization of CIAC

$0 $0 $0

0 0 0

Net CIAC $0 $0 $0

Plus:
1/24 Power $0 $88 C $88

1/8 Operation 81 Mai ft. 0 2.868 D 2.868

Inventory 0 0 0

Prepayments 0 0 0

Explanation of Adjustment:
A - See Schedule 2, Page 2, A through B
B - See Schedule 2, Page 4
C - See Schedule 2, Page 5
D - See Schedule 2, Page 5
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PLANT ABJUSTMENT

Company
Exhibit Adjustment

Staff
Adjusted

$21 ,960
0

($30)  A $21,930
0

116.334
28.698

(5,198) 8 111.136
28.698

31 .500
12.266

286.096
3.665 C

31.500
15.931

286.096

1 .306 1.306

301 Organization
302 Franchises
303 Land 8= Land Rights
304 Structures & Improvements
307 Wells & Springs
311 Pumping Equipment
320 Water Treatment Equipment
330 Distribution Reservoirs 8¢ Standpipes

330.1 Distribution Reservoirs, Storage
330.2 Distribution Reservoirs. Pressure

331 Transmission & Distribution Mains
333 Services
334 Meters & Meter Installations
335 Hydrants
336 Backflow Prevention Devices
339 Other Plant and Misc. Equipment
340 Office Furniture & Equipment
341 Transportation Equipment
343 Tools Shop & Garage Equipment
344 Laboratory Equipment
345 Power Operated Equipment
346 Communication Equipment
347 Miscellaneous Equipment
348 Other Tangible Plant
105 C.W.l.P.

0

TOTALS $498,160 ($1,563) $498,597

Explanation of Adjustment:
A - See Schedule 2, Page 3
B - See Schedule 2, Page 3
C - See Schedule 2, Page 3
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Schedule DRE-2
Page 3 of 5

A ORGANIZATION Per Company
Per Staff

$21,960
21,930 ($30)

To properly reflect account using information Company
provided in response to a data request as follows:
$ 6,902 2005 Addition
$ 15,028 2006 Addition
$ 21 ,930 Staff Balance, Organization

B WELLS & SPRINGS - Per Company
Per Staff

$116,334
111,136 ($5,198)

To properly reflect account using information Company
provided in response to a data request as follows:
$ 86,111 2005 Addition
$ 25,025 2006 Addition
$ 111,136 Staff Balance, Wells 8t Springs

C DISTRIBUTION RESERVOIRS, PRESSURE .. Per Company
Per Staff

$12,266
15,931 $3,665

To properly reflect account using information Company
provided in response to a data request as follows:
$ 12,266 Company Submittal
$ 3,664 Purchase and installation costs for Air Compressor
$ 15,931 Staff Balance, Distribution Reservoirs, Pressure

AD



Accumulated Depreciation - Per Company
Accumulated Depreciation - Per Staff

Empirita Water Company, LLC
Docket No. W-03948A-07-0495
Test Year Ended: December 31, 2006

To ta l Ad ju s tm e n t

4,/

Schedule DRE-2
Page 4 of 5

$22,582
20,797

Amount

To reflect Staff's calculation of accumulated depreciation expense
based upon Staff's adjustments to plant.

Depreciation Expense 2005
Depreciation Expense 2006

$6,745
$14,052

B

Accumulated Depreciation 12/31/2005 Staff Balance
Less: Company Balance
Staff Adjustment

s wim

$20,797
($22.582)
($1,785)
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Schedule DRE~2
Page 5 of 5

$0
88

WORKING CAPITAL (1/24 PURCHASED PWR & virrR) - Per Company
Per Staff

To reflect Staff's calculation of working capital based upon
Staff's recommendations for purchased power and purchased water.

$88
E

F WORKING CAPITAL we OPERATION & MAINT Exp) - Per Company
Per Staff

To reflect Staff's calculation of working capital based upon
Staff's recommendations for operation and maintenance expense
(excluding purchased power and purchased water expenses).

2,868 $2,868



OPERATING INCOME/ LOSS) $8,159$38,509) ($362249)

I$8,159(8a s ,509)NET INCOME/(LOSS)
41
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Docket No. W-03948A-07-0495
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Schedule DRE-3
Page 1 of 3

Company
Exhibit

Staff
Adjustments

Staff
Adjusted

Revenues:
461 Metered Water Revenue
460 Unmetered Water Revenue
474 Other Water Revenues

$9,009
0

585

$0
0
0

$9,009
0

585

Total Operating Revenue $9,594 $0 $9,594

A
B

C

D
E
F

Oper
601
610
615
618
620
621
630
635
641
650
657
659
666
675
403
408
408.
409

acting Expenses:
Salaries and Wages
Purchased Water
Purchased Power
Chemicals
Repairs and Maintenance
Office Supplies & Expense
Outside Services
Water Testing
Rents
Transportation Expenses
Insurance - General Liability
Insurance - Health and Life
Regulatory Com misssion Expense - Rate Case
Miscellaneous Expense
Depreciation Expense
Taxes Other Than Income
11 Property Taxes
Income Tax

$0
0

2,116
0

763
48

23,129
200

0
0

2,145
0

2,000
412

16,800
0

490
0

$0
0
0
0
0
0

(4,342)
572

0
0

(80)
0

(1,500)
(400)

(2,185)
0

(224)
0

G

$0
0

2,116
0

763
48

18,787
772

0
0

2,065
0

500
12

14,615
0

266
0

Total Operating Expenses $48,103 ($8,159) $39,943

Othe
419
421
427
XX

426

r Income/(Expense):
Interest and Dividend Income
Non-Utility Income
Interest Expense
Reserve/Replacement Fund Deposit
Miscellaneous Non-Utility Expense

$0
0
0
0
0

$0
0
0
0
0

$0
0
0
0
0

Total Other Income/(Expense) $0 $0 $0
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Schedule DRE-3
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A $23,129
18,787

OUTSIDE SERVICES . Per Company
Per Staff

To properly reflect account using information Company
provided in response to a data request as follows:

($4,342)

Vendor
DMD Water Services
Western Land Investments
Ulmann & Company
Lawrence Robertson
Charvoz May & Company

$
$
$
$
$

Amount
18,758
1.885
1,655

244
400

Total Company Submitted
Less: Removal of Air Compressor Costs

Water Sampling Tests

$
$
$

22,941
(3,664)

(490)

Staff Balance, Outside Services $ 18,787

B $200
772

WATER TESTING - Per Company
Per Staff $572

To reflect Staffs annual water testing expense

C $2,145
2.065

INSURANCE GENERAL LIABILITY - Per Company
Per Staff

To properly reflect account using information Company
provided in response to a data request as follows:

($B0)

Premium
General Liability Coverage
Property Coverage
Commercial Auto

Staff Balance, Insurance - General Liability

$
$
$
$

Amount
1,565

250
250

2,065

D $2,000
500

REGULATORY COMMISSION EXPENSE . RATE CASE . Per Company
Per Staff

To reflect the normalization of the regulatory commission expense - rate case
account over a 4 year normalization period

($1 ,500)

E $412
12

MISCELLANEOUS EXPENSE - Per Company
Per Staff

To reflect the removal of a claimed expense paid by affiliated entity
for which there is no supporting documentation

($400)



Acct
No. CRIPTION

PLANT In
SERVICE

Per Staff

Nonbepreciable DEPRECIABLE
or Fully Depreciated PLANT

PLANT (COI A . Col B)
DEPRECIATION

RATE

DEPRECIATION

EXPENSE
(Col C x Col D)

Empirita Water Company, LLC
Docket No. W-03948A-07-0495
Test Year Ended: December 31, 2006

ont.}~=~

Schedule DRE-3

Pages of 4

F DEPRECIATION . Per Company
Per Staff

$16,800
14,615 ($2, 1 es)

Exp/anafion of Acyustmentr
Pro Forma Annual Depreciation Expense:

21 ,930 21.930

111,136
28,698

111,136

28,698

3,701

3.587

31 ,500
15,931

2B6,098

31.500
15,931

286,096

699

797
s_722

1 .306 1.306 109

301 organization
302 Franchises

303 Land s. Land Rights
304 Structures & Improvements
307 Wells a Springs

311 Pumping Equipment

320 Water Treatment Equipment
330 Distribution Reservoirs & Standpipes

330.1 Distribution Reservoirs, Storage

330.2 Distribution Resewers, Pressure
331 Transmission 8. Distribution Mains
333 Services

334 Meters s. Meter Installations
335 Hydrants
336 Backflow Prevention Devices

339 Other Plant and Misc. Equipment

340 Office Furniture s. Equipment
341 Transportation Equipment

343 Tools Shop 8. Garage Equipment

344 Laboratory Equipment
345 Power Operated Equipment

346 Communication Equipment
347 Miscellaneous Equipment

34B Other Tangible plant
Total Plant

$
$

s
$

$
$

$

$
$

$
$
$
s
s

s
s
s

s

s

s
s

$

s
$

s

$
s
s

s

s

$
s

$
$

$
$
s
s

$
s

s

$
s

s

$
$

s

s
$

$

$

s

$
$

$

$
$
s

$
$
s
s
$

$
s

$
$

s

$

s
s

s

s

s

s

0 .00% $

0 .00% $
0 .00% s
3 .33% s

333% s

12.50% $
0 .00% $

0 ,00% $
2.22% $
5.00% s

2 .00% $
3.33% $
8 3 3 %  $

0 .00% $
0 .00% s
0 .00% $

0 0 0 %  s

0 .00% $

0 .00% s
o o o %  $

0 .00% s

0 .00% s

0 .00% s

0 .00% s

s496,597 21,930 474,667 14,615

s
s
$

s
s

14,615Depreciation Expense Before Amortization of CIAC z
Less Amortization of CIAC°:

Test Year Depreciation Expense - Staff:

Depreciation Expense . Company:
Staffs Total Adjustment:

14.615
1e,aoo
(2,185)

G $490
266

PROPERTY TAXES - Per Company
Per Staff

To reflect removal of property taxes from prior year from test year expense
($224)
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RATE DES IGN

Present -Proposed Rates-

Monthly Usage Charge
5/8" X 3/4" Meter

3/4" Meter
1" Meter

1%" Meter
2" Meter
3" Meter
4" Meter
6" Meter

Rates

$25.00
25.00
62.50

125.00
200.00
400.00
625.00

1,250.00

Company
$30.00
45.00
75.00

150 00
240.00
480.00
750.00

1,500.00

Staff

$38.00
30.00
?5,00

150.00
240.00
480.08
750.00

1 .500.£)0

Gallons Included in Minimum
For all Meter Sizes 0 0 G

Commodity Rates:
Per 1.000 Gallons for 0 to 10.000 Gallons
Per 1 .000 Gallons for Gallons in Excess of 10.000

$2.00 N/A
$4.50 N/A

N/A
N/A

Per 1 .000 Gallons for 0 to 4.000 Gallons
Per 1.000 Gallons for 4.001 to 10.000
Per 1.000 Gallons for Gallons in Excess of 10.000

N/A
N/A
N/A

$2,50 N/A
$4.00 NIA
$5.00 MA

Per 1.000 Gallons for 0 to 3.000 Gallons
Per 1.000 Gallons for 3.001 to 9.000
Per 1.000 Gallons for Gallons in Excess of 9.000

N/A
N/A
N/A

N/A
N/A
N/A

$2.58
$3.75
$4.50

Bulk Haulers per 1000 $4.50 $5.00 $4.50



Meter Slze

Company

Current
Tariff

Company

Proposed
Tariff

Staff's Recommendation

Semce
Line Charge

Meter
Charge

Total
Charge

5/8 x 3/4-inch $410 $450 $355 $85 $450
3/4-1nch $455 $530 $368 $170 $580

1-inch $520 $620 $4111 $210 $620
11 2-inch $740 $865 $440 5425 $865

2-inch Turbo $1 235 $1 ,535 $615 $920 $1,535
2-inch Compound $1 ,800 $2,260 $610 $1,650 $2,260
3-inch Turbo $1 ,705 $2,215 $775 $1,440 $2,286
3-inch Compound $2,340 $3,050 $825
4-unch Turbo $2,700 $3,380 $1,889 $3,386
4-1nch Compound $3,405 $4,335 $1,170 $3,185
6-inch Turbo $3,405 $6,150 $1,660 $6450
6-inch Compound $6,510 $7,950 $1,750

Empirita Water Company, LLC
Docket No W-03948A-07-0495
Test Year Ended: December 31. 2006

Schedule DRE-4
Page 2 of 2

RATE DESIGN (Cont)

Service Line and Meter Installation Charges

Service Charges

Present
Rates

$25.00
$40 00
$30.00

-Proposed Rates-
Company Staff

$30.00 $30830
$45 00 $45.00
$35 00 $35.00

$15.00
$15.00

$25 00
$20.00

$25.00
$2090

Service Charges
Establishment
Establishment (After Hours)
Reconnection (Delinquent)
Re-Establishment (Within 12 Months)
Charge for Moving meter at customer request
Deposit
Deferred Payment Finance Charge
NSF Check
Meter Re-Read (if Correct)
Late Payment for delinquent bills
Main extension and additional facilities agreements Cost Cost Cost

Monthlv Service Charge for Fire Sprmkier
4" or Smaller

Larger than 10"

Per Commission Rules R14-2-403(B)
Months off system times the monthly minimum (R14-2-403.D)
Cost to include parts labor, overhead, and all applicable taxes, including
income tax, if applicable.
1 50 percent per month of the unpaid balance
1.00% of Monthly Minimum for a Comparable Sized Meter Connection,
but no less than $5 00 per month. The Service Charge for Fire Sprinklers
is only applicable for service lines separate and distinct from the primary
water service line.



Empirita Water Company, LLC
Docket No. W-03948A-07-0495
Test Year Ended: December 31, 2006

Schedule DRE-5
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TYPICA 4-14 I'
General Service 5/8 X 3/4 - Inch Meter

Average Number of Customers: 19

Gallons
Present

Rates
Proposed

Rates
Dollar

Increase
Percent

IncreaseCompany Proposed

Average Usage 5,783 $36.57 $47.13 $10.56 28.88%

Median Usage 3,483 $31.97 $38.71 $6 74 21 .08%

Staff Recommend

$36.57 $47 93 $11 .36 31.08%Average Usage

Median Usage

5,783

3,483 $31 97 $39.31 $7.34 22.96%

Present & Proposed Rates (Without Taxes)
General Service 5/8 X 3/4 - Inch Meter

Gallons
Consumption

Present
Rates

Company
Proposed

Rates
%

Increase

Staff
Proposed

Rates
%

Increase

0
1 ,000
2,000
3,000
4 000
5,000
6,000
7,000
8,000
9,000

10,000
15,000
20,000
25,000
50,000
75,000

100,000
125,000
150,000
175,000
200,000

$25.00
27.00
29.00
31 .00
33.00
35.00
37.00
39.00
41 .00
43.00
45.00
67.50
90.00

112.50
225.00
337.50
450.00
562.50
675.00
787.50
900.00

$30.00
32.50
35.00
37.50
40.00
44.00
48.00
52.00
56.00
60.00
64.00
89.00

114.00
139.00
264.00
389.00
514.00
639.00
764.00
889.00

1,014.00

20.0%
20.4%
20.7%
21 .0%
21 .2%
25.7%
29.7%
33.3%
36.6%
39.5%
42.2%
31.9%
26.7%
23.6%
17.3%
15.3%
14.2%
13.6%
13.2%
12.9%
12.7%

$30.00
32.50
35.00
37.50
41 .25
45.00
48.75
52.50
56.25
60.00
64.50
87.00

109.50
132.00
244.50
357.00
469.50
582.00
694.50
807.00
919,50

20.0%
20.4%
20.7%
21.0%
25.0%
28.6%
31.8%
34.8%
37.2%
39.5%
43.3%
28.9%
21.7%
17.3%

8.7%
5.8%
4.3%
3.5%
2.9%
2.5%
2.2%



ATTACHMENT A

ENGINEERING REPORT FOR EMPIRITA
WATER COMPANY

DOCKET no. W-03948A-07-0495 (Rates)

November 139. 2007

CONCLUSIONS

The Arizona Depar tment  of Environmental Quality ("ADEQ") has determined that  the
Company's system is currently delivering water that meets the water quality standards required
by Arizona Administrative Code, Title 18, Chapter 4.

The Company's water  system has a water  loss of 8.9 percent.  This percentage is within
acceptable limit of 10 percent.

The Company water system's current well and storage capacities are adequate to serve the
present customer base and a reasonable level of growth.

The Company repor ted tha t  a rsenic was not  detected a t  its  two wells . Based on this
information,  the Empirita  water  system is currently in compliance with the new arsenic
Maximum Contaminant Level.

The Company is not located in an Active Management Area ("AMA") and is not subject to
Arizona Department of Water Resources ("ADWR") reporting and conservation requirements.

The Company has no outstanding Arizona Corporation Commission ("ACC") compliance
issues. .

The Company has an approved curtailment plan tariff

The Company does not have a backflow prevention tariff

RECOMMENDATIONS

Staff recommends its annual water testing expense of $772 be used for this proceeding.

2.

4.

3.

1.

6.

5.

2.

7.

8.

1 .

Staff recommends that the Company continue to use the depreciation rates delineated in Table
B that was used for this proceeding.



S ta ff re comme nds  tha t the  s e rvice  line  a nd me te r ins ta lla tion  cha rge s  la be le d  "S ta ffs
Recommendation" in Table D be adopted.

4.

3.

Sta ff recommends  tha t the  Company file  a  backflow prevention ta riff with Docke t Control, a s
a  complia nce  ite m in this  sa me  docke t, within 45 da ys  a le r the  e ffe ctive  da te  of the  de cis ion
in this  ca se  for the  re vie w a nd ce rtifica tion of S ta ff. S ta ff furthe r re comme nds  tha t the  ta riff
s h a ll g e n e ra lly co n fo rm to  th e  s a mp le  ta riff fo u n d  o n  th e  Co mmis s io n 's  we b s ite  a t
www.a zcc.gov/divis ions /utilitie s /forms /cross -c.pdf. S ta ff re cognize s  tha t the  Compa ny ma y
ne e d to ma ke  minor modifica tions  to the  sa mple  ta riff a ccording to its  spe cific ma na ge me nt,
operational, and design requirements as necessary and appropriate .
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A. INTRODUCTION AND LOCATION OF COMPANY

On August 24, 2007 Empirita Water Company ("Empirita" or "Company") filed a rate application
with the Ar izona  Corpora t ion Commission ("ACC" or  "Commission"). Empirita 's current
Certificate of Convenience and Necessity ("CC&N") area is located approximately 8 miles west of
Benson in Cochise County in Arizona] Empirita's water system currently serves a residential
development known as Redhawk I. Figure l shows the location of the Company within Cochise
County and Figure 2 delineates the approximate 320 acres of Empirita's current certificated area.

Figure  1

1 Staffs  reference to the Company's  current CC&N excludes  the extens ion area  for which the Commiss ion granted an
Order Preliminary to Empirita  (See Commiss ion Decis ion No. 69399 issued March 29, 2007).
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Figure  2



We ll
#

ADWR
ID#

We ll Pump
Horsepower

(hp)

Pump
Yie ld
(rpm)

Ca s ing
De pth
(fe e t)

Ca s ing
Dia m e te r
(inche s )

Me te r
Size

(inches

Year
Drille d

Fe nce
(fe e t)

S urge
Contro l
Ta nks

1 55-579078 10 38.1 445 5 2 2000 20'x20' (2)-80ga l
2 55-580933 10 31.1 425 5 2 2000 10'x10'

Water Tanks Compone nts Fe nce

47,000 ga llons  S tora ge  Ta nk Block/cham link fence
60'x50'5,000 ga llons  P re ssure  Ta nk (2)-3 hp Booster Pumps

Size  (inches) Ma te ria l Length (fee t)
4 P VC 10,500

6 P VC 11,650

Size  (inches) Qua ntity
5/8 X 3/4 23

E XHIBIT KS
P age  3

B. DES CRIP TION OF THE WATER S YS TEMS

The  wa te r sys te m wa s  vis ite d on Nove mbe r 6, 2007, by Ka tlin S tukov, S ta ff Utilitie s  Engine e r, in
the  accompaniment of James Vennilyea , the  Company's  Pres ident, Mike  Le ider, the  wate r sys tem's
ope ra tor a nd Ja son C. Me rce r, P .E., the  Compa ny's  e ngine e r. Empirita 's  curre nt wa te r s ys te m
cons is ts  of two a ctive  we lls , one  s tora ge  ta nk, one  pre s s ure  ta nk, two boos te r pumps  a nd a
dis tribution sys tem se rving 23 cus tomers . This  ra te  filing is  the  Company's  firs t ra te  ca se  s ince  its
CC&N was issued in Decision No. 63676, dated May 24, 2001 .

A sys te m sche ma tic is  shown a s  Figure  3 a nd Ta ble  A include s  a  de ta ile d pla nt fa cility lis ting:

Table  A. P lant Facilities  Summary3

Wells  and Components

Water Tanks and Components

Ma ins

Customer Meters

2 As of the end of the test year December 31, 2006
3 Based on the Company's application and Staffs site visit
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Figure  3 System Schematic
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c. WATER US E

Wate r Sold

Figure  4 re pre s e nts  the  wa te r cons umption da ta  for the  te s t ye a r e nding De ce mbe r 31, 2006,
provide d by the  Compa ny in its  wa te r us e  da ta  s he e t. Cus tome r consumption include d a  high
monthly wa te r use  of 380 ga llons  pe r da y ("GP D") pe r conne ction in April, a nd the  low wa te r use
was 133 GPD per connection in December. The average annual use  was 195 GPD per connection.

Figure  4 Water Use

8250

8
§2

Q,
167

Non-account Wate r

Non-account wate r should be  10 percent or less . It is  important to be  able  to reconcile  the  diffe rence
be tween wate r sold and the  wate r produced by the  source . A wate r ba lance  will a llow a  company to
ide ntify wa te r a nd re ve nue  los s e s  due  to le a ka ge , the ft a nd flus hing. The  Compa ny re porte d
1,415,707 ga llons  pumped and 1,290,190 ga llons  sold for the  te s t yea r, re sulting in a  wa te r loss  of
8.9 percent.

System Analysis

Based on the  da ta  provided by the  Company, the  sys tem's  current we ll tota l production capacity is
69 GPM and s torage  capacity is  47,000 ga llons . The  sys tem had 23 connections  a s  of December
2006. S ta ff conclude s  tha t the  sys te m's  curre nt we ll tota l production a nd s tora ge  ca pa citie s  a re
adequate to serve the present customer base and reasonable growth.
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D. GROWTH

Based on customer data  obtained from the Company's  Annual Reports , it is  projected that the
Company could have approximately 73 customers by 2011. Figure 5 depicts actual growth from
2005 to 2006 and projects  an estimated growth for the  next five  years  using linear regression
analysis.

Figure  5 Growth Projection
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E. ARIZONA DEPARTMENT
COMP LIANCE

OF ENVIRONMENTAL QUALITY ("ADEQ")

Compliance

According to an ADEQ Compliance Status Report, dated August 24, 2007, ADEQ reported no
deficiencie s  and has  de te rmined tha t the  Company's  sys tem (ADEQ Public Wate r Sys tem
Identifica tion No. 02-122) is  currently delivering water tha t meets  the  water quality s tandards
required by Arizona Administrative Code, Title 18, Chapter 4.



Tota l cohfonn monthly

Tota l $772

Monitorlng (one POE) Cost per test No. of tests per year Annual Cost

$20 12 $200

Inorganlcs P rlorlty Pollutants MAP MAP MAP

Ra dioche mica l pe r 4 ye a rs MAP MAP MAP
Phase II and V.
Nltra te a n n u a l $30 1 $30

Nltrlte once per period MAP MAP MAP
Asbestos per 9 years MAP MAP MAP
MAP IOns,  SOCs,&VOCs MAP MAP $322

Lead & Copper $33 20/3 yr $220

EXHIBIT KS
Page 7

Arsenic

The U.S. Environmental Protection Agency has reduced the arsenic maximum contaminant level
("MCL") in drinking water from 50 parts per billion ("ppb") to 10 ppb.

The Company reported that arsenic was not detected at its two we11s.4 Based on this information,
the Empirita water system is currently in compliance with the new arsenic MCL.

Water Testing Expense

Participation in the ADEQ Monitor ing Assistance Program ("MAP") is mandatory for  water
systems, which serve less than 10,000 persons (approximately 3,300 service corrections). ADEQ
indicated that the Company will be subject to mandatory participation in the MAP beginning in
2008 with estimated MAP fees of approximately $322 for the 2008 Calendar Year.5 The Company
reported its water testing expense (for Total coliform) at $2006 during the test year. Staff has
reviewed the Company's water testing expense and has recalculated annual water testing expense by
adding monitoring requirement for Nitrate, Lead & Copper and estimated MAP fees.

Table B below shows Staff" s annual water monitoring expense estimate of $772 with participation
in the MAP program.

Table B. Water Testing Cost

F . ADWR COMPLIANCE

The Company is not within an Active Management Area, and consequently is not subj et to ADWR
reporting and conservation requirements.

4 Based on the Company's responses to Data Requests received on October 18, 2006 (Docket 06-0490)
5 Per phone conversation with ADEQ on September 11, 2007
6 Per Company's Rate Application, page 19.
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G. ACC COMPLIANCE

A check with Utilities Division Compliance Section showed that there are currently no delinquent
compliance items for the Company7.

H. DEPRECIATION RATES

According to data received on November 8, 2007, it appears the Company has been using Staffs
recommended depreciation rates per National Association of Regulatory Utility Commissioners
("NARUC") plant category. These rates are presented in Table C and it is recommended that the
Company continue using these depreciation rates by individual NARUC category.

7 Per ACC Compliance status check dated September 6, 2007



NARUC
Account No.

Depreclable  P lant
Average
Se rvlce  Life
(Ye a rs )

Annua l
Accrua l Ra te

(% )

304 Structures  & Improvements 30

305 Collecting & Impounding Rese rvoirs 40 2.50

6.67

306 Lake , River, Cana l Intakes 40

307 We lls  & S prigs 30

308 Infiltra tion Ga lle rie s 15

309 Raw Wate r Supply Moms 50

310 Power Genera tion Equlpment 20

311 Pumping Equlpment 8

320 Water Trea tment Equlpment
320.1 Water Treatment Plants 30

320.2 Solution Chemlcal Feeders 5

330 Dis tribution Rese rvoirs  & S tandplpes
330.1 Storage Tanks 45

330.2 P re ssure  Ta nks 20

331 Tra nsmls s lon & Dis tribution Ma lns 50

333 S ervlce s 30

334 Me te rs 12

335 Hydra nts 50

336 Backflow Prevention Devlces 15

339 Othe r P la nt & Misc Equlpme nt 15

340 Office  Furniture  & Equipme nt 15 6.67

340.1 Compute rs  & Software 5

341 Transporta tion Equlpment 5

342 Stores Equlpment 25

343 Tools , Shop & Garage  Equlpment 20

344 Labora tory Equlpment 10

345 Power Opera ted Equlpment 20

346 Communica tion Equlpment 10 10.00

347 Misce llaneous  Equlpment 10 10.00

348 Other Tangible  P lant

3.33

2.50

2.50

3.33

6.67

2.00

5.00

12.5

3.33

20.0

2.22

5.00

2.00

3.33

8.33

2.00

6.67

6.67

6.67

20.00

20.00

4.00
5.00

10.00

5.00
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TABLE C
TYPICAL DEPRECIATION RATES FOR WATER COMPANIES

NOTES :
1. These deprecia tion ra tes  represent average expected ra tes . Wa ter companies  may experience different

ra tes  due to va ria tions  in cons truction, environment, or the phys ica l and chemica l cha racteris tics  of the
water.

2. Acct. 348, Other Tangible Plant may vary from 5% to 50%.
accordance with the specific capital items in this account.

The  deprecia tion ra te  would be  s e t in



Meter Size Company
Current Tariff

Compa ny
P ropos e d  Ta riff

Staff" s Recommendation

Service Line
Charge

Meter Charge
Total
Charge

$410 $450 $365 $85 $450

3/4-meh $455 $530 $360 $170 $530

l -inch $520 $620 $410 $210 $620

1-1/2-inch $740 $865 $440 $425 $865

2-meh Turbo $1,235 $1,535 $615 $920 $1,535

2-1nch Comp. $1,800 $2,260 $610 $1,650 $2,260
3-inch Turbo $1,705 $2,215 $775 $1,440 $2,215
3-lnch Comp. $2,340 $3,050 $825 $2,225 $3,050

4-1nch Turbo $2,700 $3,380 $1,080 $2,300 $3,380
4-lnch  Comp. $3,405 $4,335 $1,170 $3,165 $4,335
6-inch Turbo $3,405 $6,150 $1,660 $4,490 $6,150

6-inch Comp. $6,510 $7,950 $1,750 $6,200 $7,950

5/8 x 3/4-inch

*
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1 . OTHER ISSUES

1. S e rvic e  Lin e  a n d  Me te r In s ta lla t io n  Ch a rg e s

According to data received on November 8, 2007, the Company has requested changes in its service
line and meter installation charges. These charges are refundable advances and the Company
requested charges that are within Staff's customary range of charges. Since the Company may at
times install meters on existing service lines, it would be appropriate for some customers to only be
charged for the meter installation. Therefore, separate service line and meter charges have been
developed by Staff. Staff recommends that the charges labeled "Staffs Recommendation" in Table D
below be adopted.

Ta ble  D S e rvice  Line  a nd Me te r Ins ta lla tion Cha rge s

2. Curtailment Plan Tariff

The Company has an approved curtailment tariff.

3. Backflow Prevention Tariff

The Company does not have a backflow prevention tariff for its system.


